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Post-Balance-Sheet Events
By ROBERT E . W H Y T E

Principal, Los Angeles Office
Presented before the Advanced Study Conference sponsored by the
Society of California Accountants, Santa Barbara, California — August 1958

s each one of us here today is well aware, accounting is an everchanging art, and likewise so is the role of the public accountant.
Over a relatively short span of years the public accountant has
emerged from the embryonic role of a bookkeeper, with little technical literature to guide him, to the role of a highly-trained technician
skilled in complicated accounting, auditing, tax, and management
advisory matters vital to everyday business operations. In this
present-day role, the public accountant operates within a wealth
of technical literature produced by learned educators, experienced
accountants, regulatory bodies such as the Securities and Exchange
Commission, and technical committees of professional societies. The
literature relating to accounting and auditing matters is perhaps
best exemplified by the Accounting Research Bulletins and Statements on Auditing Procedure issued by committees of the American
Institute of Certified Public Accountants. These bulletins and statements represent the considered opinions of leaders in the accounting
profession and cover a wide range of subjects, almost all of which
can be traced to problem areas arising out of the complexities of
modern business operations. Some of the problem areas discussed
in the bulletins and statements include inventory pricing, renegotiation, income taxes, accelerated depreciation, business combinations,
stock dividends, post-balance-sheet events, and innumerable other
subjects. The statement on post-balance-sheet events (technically
known as Statement on Auditing Procedure No. 25—Events Subsequent to the Date of Financial Statements) is among the more
recent pronouncements, and being relatively recent, has perhaps not
been explored by practicing accountants as extensively as some of
the other pronouncements. Accordingly, post-balance-sheet events
has been selected as the subject for today's meeting with the thought
that it affords fertile ground for discussion and exploration.

A

BASIC C O N C E P T S

Before undertaking this exploration of post-balance-sheet or
subsequent events, which terms are used interchangeably, let us
first review certain basic concepts applied in accounting and in the
financial statements resulting from such accounting. T o borrow an
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accepted definition, accounting may be defined as the "art of recording, classifying, and summarizing in a significant manner and in terms
of money, transactions and events, which are, in part at least, of a
financial character, and interpreting the results." Financial statements
may be defined as the medium by which such financial transactions
and events are portrayed to the reader in an understandable manner.
The types of such financial statements are innumerable. However,
the term "financial statements" as used in this discussion is limited to
the conventional balance sheet and related statements of income and
retained earnings, with their footnotes, inasmuch as general comments on other types of other financial statements would be inapplicable in many instances.
When the typical business entity was a small, one-owner operation, there was little need for accounting and reporting standards in
connection with the limited accounting and reporting necessary to
serve the purposes of such single owner-operator. However, with the
increase in importance of the corporation, with its many shareholderowners and outside creditors, and the resulting duty or obligation of
the corporation to report its financial affairs and operations to many
absentee shareholders and creditors, there arose the need for accounting and reporting standards which would lead to meaningful and
useful financial statements. Such standards have been developed in
practice and in literature over a period of many years and could not
be but briefly touched upon here today. However, of vital interest
to the subject of post-balance-sheet events is the fundamental reporting standard that financial statements should reflect or disclose
all material facts necessary for a fair presentation of financial position
and operating results. Among some of the basic disclosures contemplated in this requirement are the following: that assets and liabilities
be classified between current and long-term items, that maturity or
sinking fund provisions of term debt be shown, that significant commitments or contingent liabilities be disclosed, that the item of net
income be clearly labeled, that restrictions on surplus be indicated.
Proper disclosure of these items, where applicable, each of which
relates to events or transactions that occurred on or prior to the date
of the financial statements, is necessary in most, if not all, instances
to enable the reader to properly interpret the financial statements
being presented. However, inasmuch as it is well recognized that
financial statements, even under the most favorable circumstances,
are provisional in character and the impressions gained from them
may have to be changed in the light of future events, is it hot also
appropriate to disclose to the reader of the financial statements
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information as to a significant event occurring after the balance sheet
date, such as the issue of a substantial amount of term debt or capital
stock that materially affects the capitalization of the company? The
answer to this question in my mind, and I believe in the mind of
most, if not all, accountants, is quite definitely "yes." Thus, we
arrive at the subject of our discussion—Post-Balance-Sheet Events.
What are post-balance-sheet events? Broadly defined, they are
any event occurring or becoming known subsequent to the date of
the financial statements and prior to the issuance or release of such
financial statements. Basically, post-balance-sheet 'events can be
divided between those which are of accounting significance and those
which are not of accounting significance. Those of accounting significance, with which we are concerned here today, are those "events or
transactions, either extraordinary in character or of unusual importance, which occur subsequent to the balance sheet date and which
have, or may have, a material effect on the financial statements or
which may be important in connection with consideration of the
statements."
A review of recent editions of "Accounting Trends and Techniques," an annual survey of 600 selected corporate reports made by
the Research Department of the American Institute of Certified
Public Accountants, reveals many examples of subsequent events
disclosed in the financial statements or elsewhere in such reports,
including such matters as cash or stock dividends declared or paid;
indebtedness incurred, reduced, or refinanced; acquisitions or dispositions of property, plant, and equipment; interests in subsidiaries
acquired or increased, or sold or decreased; new litigation or disposition of old litigation; changes in capital structure; adoption of or
changes in welfare, pension, or stock-option plans; union negotiations; personnel promotions, plant operations expanded, reduced, or
discontinued; economic conditions generally or within the particular
industry. In reviewing these examples, it is obvious that not all of
the matters mentioned would in all instances represent "events or
transactions either extraordinary in character or of unusual importance, which have, or may have, a material effect on the financial
statements or which may be important in connection with consideration of the statements." For example, a cash dividend declared
subsequent to the balance-sheet date representing a regular quarterly
dividend at the same rate per share as was in effect during the year
under report would not appear to fall within the aforementioned
definition. On the other hand, a substantial cash dividend declared
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subsequent to the balance-sheet date by a corporation which had not
paid a dividend for a period of years would likely be a "subsequent
event" that should be made known to the reader of the financial statements. Similarly, the disclosure of the addition or deletion of a
relatively minor product line, while informative, would not generally
be expected to be of such importance that it should be made known
to the reader of the financial statements for a fair interpretation
thereof, whereas a substantial change in operations through disposal
of a major property or plant may well be expected to have an important effect on the operations of the continuing entity and thus should
be made known to the reader of the financial statements. These comments are not intended to imply that it is not good reporting practice
to include in the comments of annual reports to shareholders supplementary operating, financial, and statistical information that is informative and useful, but rather to highlight the distinction between those
transactions and events that are of accounting significance and should
be included in or referred to in the financial statements themselves
and those transactions that are not a necessary part of the financial
statements.
E V E N T S O F A C C O U N T I N G SIGNIFICANCE

Post-balance-sheet events of accounting significance may be classified as between those subsequent events or transactions requiring
adjustment of the financial statements and those subsequent events or
transactions requiring only footnote or other appropriate disclosure
in the financial statements.
EVENTS REQUIRING A D J U S T M E N T

A n often-cited example of a subsequent event requiring adjustment of the financial statements would be a substantial unanticipated
bad-debt loss arising subsequent to the balance-sheet date from the
unforeseen bankruptcy of a substantial debtor, which loss was not
previously adequately provided for in the accounts. In such case, it
would be appropriate to give effect to the loss in the financial statements by an additional bad-debt provision and, thus provided for, no
footnote or other disclosure would ordinarily be required. Two other
examples, both of which are based on recent personal experiences, in
which subsequent events were given effect by adjusting the financial
statements were, in one case, the settlement after the balance-sheet
date of a disputed claim by a creditor and, in the other case, losses
incurred from repossessions of - automobiles sold on time-payment
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plans. In the case of the disputed claim, the creditor was alleging
damages of some $300,000 from breach of contract. A t the balancesheet date, proceedings to settle this claim had just been instituted
and, accordingly, there existed no objective evidence at that date
upon which to base a provision for the liability, if any, that might
have arisen from settlement of the claim. About two months following
the balance-sheet date, which was shortly before the issuance of the
audit report, settlement of the claim was effected for $100,000. B y
reason of this settlement, it was deemed appropriate to reflect such
settlement in the financial statements by including the $100,000 as a
liability in the balance sheet with a like charge in the income statement.
In the case of the client with losses from repossessions of automobiles
sold on time-payment plans, investigation of substantial recorded
losses from repossessions of automobiles during the first few months
following the date of the financial statements under examination revealed that a substantial portion of such losses related to sales made
prior to the balance-sheet date. After investigation of the losses, and
consideration of the various factors concerned, it was concluded that
a reserve of approximately $90,000 was necessary as of the balancesheet date to adequately provide for such losses. Accordingly, the
financial statements were adjusted therefor. These two examples
serve to highlight the fact that subsequent events that require adjustment of the financial statements are more than a theoretical matter
which occur only in textbooks and are, in fact, a matter faced by the
public accountant in the everyday practice of his profession.
E V E N T S C A L L I N G FOR DISCLOSURE

Examples of subsequent events that would not require adjustment
of the financial statements, but as to which footnote or other appropriate disclosure would generally be warranted, would be the issuance
of substantial amounts of notes, bonds, or capital stock, serious losses
from fires, floods, or other casualty, or the receipt of notice of pending
tax deficiencies or other claims of material amount following the
balance-sheet date. One recent example of a subsequent event in this
category with which I am familiar relates to a company that received
a notice from the Internal Revenue Service three weeks after the date
of the fianancial statements under examination informing the company
of proposed assessments of substantial amounts of additional federal
income taxes for prior years. Management of the company and its
legal counsel were of the opinion that the prospects for successfully
contesting the proposed assessments were favorable and accordingly
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it was not deemed appropriate to give effect to such proposed assessments by adjustment of the financial statements. However, inasmuch
as the proposed assessments were extraordinary in character and/or
of unusual importance it was deemed appropriate to disclose the
proposed assessments in the footnotes to the financial statements even
though they arose after the date of the balance sheet.
Another example of disclosure of a significant post-balance-sheet
event by footnote related to the acquisition, on the day following the
date of the financial statements, of an important subsidiary through
the issuance of capital stock. Since this transaction materially increased the assets of the company and its subsidiaries on a consolidated
basis, and materially changed the capitalization of the company, such
transaction was deemed to be of sufficient importance to warrant
disclosing full details thereof in a footnote, including sufficient information so that the reader would be informed as to its impact on the
consolidated financial position of the companies being reported upon.
The examples just cited are fairly clear-cut as being of sufficient
materiality to make disclosure thereof in the footnotes to the financ i a l or otherwise. But what about such post-balance-sheet events
as a decline in general economic conditions, war, management
changes, etc. Disclosure of such events in footnotes or otherwise
in the financial statements frequently creates doubt as to the reason
therefor and inferences drawn therefrom could be misleading as often
as they are informative. Accordingly, careful, mature judgment is
necessary in evaluating subsequent events and in distinguishing between those subsequent events that require adjustment or disclosure
in the financial statements and those subsequent events that do not
bear such relation to the financial statements.
M E T H O D S O F DISCLOSURE

What are the available methods of disclosing to the reader of
the financial statements subsequent events of accounting significance
that do not require adjustment of the financial statements themselves? There appear to be four such methods:
1. B y footnote disclosure, as indicated in the two preceding
examples.
2. B y disclosure in the text material of the financial statements.
For example, the post-balance-sheet repayment of a note payable could, if deemed appropriate, be disclosed by a parenthetical statement following the note-payable caption on the
balance sheet.
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3. B y reference in the financial statements themselves, or in the
footnotes thereto, to information included in the same document as the financials. This method is frequently used where
the financial statements are included in an annual report to
shareholders or are included in a Prospectus and the subsequent event is commented upon elsewhere in such documents.
4. B y disclosure in the certificate of the independent public
accountant. This method of disclosure, which is recommended
only as a last resort when all efforts by the independent public
accountant to prevail upon the management to use one of
the other three methods have failed, is commented upon later
in this discussion.
RESPONSIBILITY F O R F I N A N C I A L S T A T E M E N T S

Up to this point we have discussed the nature of post-balancesheet events, the requirement for disclosure thereof, and the methods
of making such disclosure. Now let us turn to the responsibility
for the financial statements. It is well established in literature, in
practice, and in the courts that the primary responsibility for the
financial statements rests with management and that the responsibility
of the independent public accountant is to examine such financial
statements in accordance with generally accepted auditing standards,
and accordingly to perform such tests of the accounting records and
such other auditing procedures as he considers necessary in the circumstances, and, except where a disclaimer of an opinion is appropriate, to express an opinion, qualified or unqualified, with respect to
such financial statements. This thinking is perhaps best expressed in
the following quotation from the Codification of Statements on Auditing Procedure published by the American Institute of Certified Public
Accountants:
Management has the direct responsibility for maintenance of an
adequate and effective system of accounts, for proper recording
of transactions in the books of account, and for safeguarding
the assets. It is also charged with the primary responsibility
to stockholders and to creditors for the substantial accuracy
and adequacy of statements of position and operations. The
transactions with which the accounting records have to do and
the recording of those transactions in the books and accounts
are matters within the direct or primary knowledge of the
company; the independent auditor's knowledge of them is a
secondary one, based on his examination. Accordingly even
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though the form of the statements may show the influence of
the accountant—it can only do so if the company accepts, and
adopts, the form of disclosure advised by the accountant—the
substance of the financial statements of necessity constitutes
the representations of the company. The independent auditor's
representations, therefore, are confined to and expressed in his
report or opinion, upon the statements. The pronouncements
of the Institute to this effect have been given the added weight
of general affirmation by the Securities and Exchange Commission.
A C C O U N T A N T ' S RESPONSIBILITY

Based on this quotation, I believe it can be fairly stated that the
primary responsibility for the disclosure of subsequent events rests
with management. W e must also agree, however, that the independent accountant, in making his examination of the financial statements,
is charged with the responsibility of including in his examination
those procedures that would be expected to reveal subsequent events,
and so place him in the position of having examined evidence in
support of the subsequent events disclosed in the financial statements; such procedures will also place him in a position to obtain
reasonable assurance that there are no subsequent events the management, inadvertently or otherwise, may have failed to disclose in their
financial statements.
APPROPRIATE PROCEDURES

What procedures should the auditor perform to obtain knowledge
of material subsequent events? A n answer to this troublesome question is found in the Statement on Auditing Procedure No. 25 referred
to previously. This Statement represents formal recognition by the
accounting profession that certain events may occur or become known
subsequent to the balance-sheet date which are "either extraordinary
in character or of unusual importance" and "which may have a
material effect on the financial statements or may be important in
connection with consideration of the statements." The statement also
discusses the "extent to which the auditor has a responsibility to
determine whether such an event has occurred."
Prior to the issuance of Statement No. 25, auditing literature
and practice supported the position that generally accepted auditing
procedures should include certain audit procedures ordinarily carried
out after the balance-sheet date. Examples of such procedures which
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are usually appropriate, but not always mandatory, are the examination of checks paid by the bank during all or part of the month following the balance-sheet date, the determination of the propriety of sales
and purchases cutoffs by examination of supporting documents for
sales and purchases recorded during a selected period before and
after the balance-sheet date, the review of subsequent collections and
credit memos with respect to receivables, the search for unrecorded
liabilities by examination of invoices received and/or paid subsequent
to the balance-sheet date. Statement No. 25 gives reaffirmation to
the general applicability of these and similar procedures, and in addition recognizes certain additional procedures that a well-conceived
audit program should include. These recognized additional procedures, as amplified with some of my own thoughts, are as follows:
1. The reading of minutes of meetings of stockholders, directors,
and finance and executive committees. This procedure would
be expected to bring to the auditor's attention such events
as issues of additional debt of capital stock, changes in the
nature of operations, declarations of dividends.
The reading of such available interim financial statements for
periods subsequent to the balance-sheet date as are regularly
prepared by the company. I believe that the term reading,
as used in this context, implies a comparison with the financial
statements as of the balance-sheet date and perhaps also with
the interim financial statements for a comparable period or
periods in the preceding year, for the purpose of learning of
significant changes in balance-sheet items or significant trends
in operating items. For example, if the reading of such
interim financial statements disclosed a loss from operations
during the subsequent period, I should think that the auditor
would want to explore this situation from two standpoints.
One, to ascertain if the loss in any way reflected upon the
credibility of the financial statements being reported upon,
as for example might be true if the loss resulted from an
overvaluation of inventories in relation to the lower of cost
or market at the balance-sheet date; and, two, to give consideration to whether or not such loss might not be appropriately disclosed to the reader of the financial statements by
footnote or otherwise. In reading interim financials, however,
I do not believe that it is generally necessary, or desirable,
for the auditor to review or otherwise to examine the underlying accounting records and the supporting documents
therefor, except to the extent reference to them might be
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necessary or appropriate to obtain information as to any
significant variations disclosed in reading and comparing such
interim financials with the financial statements under examination.
3. Inquiry of one or more officers or key employees, and of legal
counsel, where appropriate, as to happenings that may be
considered material in relation to the financial statements
being reported upon by the auditor. It is recommended by
many accountants that such happenings, or the absence
thereof, be made the subject of written representations by the
appropriate officers, key employees, and legal counsel.
4. A n y other steps that the auditor deems necessary for a reasonable investigation under the particular circumstances. This
is perhaps somewhat of a catch-all statement, but highlights
the necessity of the auditor's being continually alert during
the course of his examination to note any transaction or event
that should be given effect or disclosed in the financial statements. In instances where financial statements covered by the
accountant's certificate are included in annual reports or other
documents, I feel that this catch-all requirement would imply
a duty upon the auditor to read the full text of such documents
to be assured there are no significant items referred to therein
requiring disclosure or reference in the financial statements.
This practice has the added safeguard of assuring the auditor
that nothing is stated in other portions of the annual report
or other documents, not in harmony with the information presented in the financial statements.
LIMIT O F AUDITOR'S RESPONSIBILITY

It can be seen that Statement No. 25 limits the auditor's responsibility in his search for subsequent events to a reasonable investigation; a search for transactions or events that would be considered
material or of importance to a prudent reader of the financial statements. Statement No. 25 stresses the point that this search for subsequent events is in the nature of a reasonable review to determine
the existence of subsequent events; it does not contemplate the
extension of the usual auditing procedures to transactions for any
specified period of time subsequent to the balance-sheet date in any
manner corresponding to the way in which such procedures are
applied to the period up to and including the balance-sheet date.
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D E T E R M I N A T I O N O F S U B S E Q U E N T PERIOD

One important facet of post-balance-sheet events remaining to
be discussed relates to the determination of the subsequent period for
which the auditor has responsibility for his review of subsequent
events. Statement No. 25 indicates that such period extends from the
balance-sheet date to approximately the date of completion of all
important audit procedures, which date will normally coincide with
the completion of the work in the client's office. Statement No. 25
goes one step further and recommends that such date normally be
used as the date of the auditor's report. Inasmuch as the committee
on auditing procedure found, at the time Statement No. 25 was in
preparation, that there was considerable variation in the then existing
practice of dating auditors' reports, this suggestion as to dating would
increase the signifiance of the date of the auditor's report. In those
cases in which the auditor's report is, for one reason or another,
dated substantially later than the date of completion of all important
audit procedures, the auditor may wish to make a statement in his
report to the effect that his report is based on an examination completed at an earlier date or he may find it practicable, and consider
it preferable, to continue his post-balance-sheet review up to the date
of his report and thus avoid the necessity for special comment in his
report. A n example of this problem recently coming to my attention
concerned an examination made by an auditor for the purpose of
expressing an opinion on financial statements to be used for financing purposes. Shortly after completion of the examination, but before
rendition of the report, the client dropped its financing plans and
the auditor's report was accordingly dispensed with. Some nine months
later the company got in touch with the auditor and requested that
he prepare and render his report, since it would be needed in connection with some revised financing plans then under consideration.
Inasmuch as it was not practicable, for various reasons, for the
auditor to bring his post-balance-sheet review down to a current
date, he disclosed in his certificate the fact that he had been unable
to do so, qualifying his opinion in this respect.
In March 1957, a leading member of our profession, in an article
in The Journal of Accountancy, challenged portions of Statement No.
25, including the recommendation with respect to the determination
of the subsequent period. The following is a quotation from that
article:
By suggesting that the particular date of his report has significance, and that he is charged with extra responsibility up to
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that date, we seem to be setting up an unnecessary additional
legal hurdle for the accountant. Prior to issuance of Statement No. 25 an accountant considered himself bound to disclose
only such significant events subsequent to the date of financial
statements as came to his attention. Under Statement No. 25 an
accountant might be charged with knowledge of all significant
events occurring between the date of the financial statements
and the date of his report. Statement No. 25 suggests that this
date be "approximately the date of completion of all important
audit procedures." H o w should this date be determined?
Should it be the date when the last "important" verification
was completed in the client's office; the date when the last
"important" confirmation was received in the accountant's
office; the date when the checking of the report in the accountant's office was completed, or some other date?
While it is not my purpose to debate this subject, I believe the
following excerpts from comments of two former chairmen of the
committee on auditing procedure that prepared Statement No. 25,
which comments were based on a study of the article from which the
preceding quotation was taken, are appropriate:
The general subject of post-balance-sheet events must carry with
it the determination of some period during which the auditor
has a responsibility, and the committee did its best to determine that period in
the statement. A s in almost all
matters, there must remain the exercise of some judgment by
a reporting auditor and the assumption of some responsibility
based on the application of his own judgment to the particular
problem of the moment. The committee thought, and we now
believe, that the suggestions as to the subsequent period were
helpful guides.
A D J U S T M E N T A N D DISCLOSURE

Having performed his review of subsequent events and having
obtained knowledge of a post-balance-sheet event that is or may be
significant in relation to the financial statements being examined and
reported upon, the auditor is charged with the responsibility to see
that such event is properly considered and, when deemed appropriate,
to recommend to the company that it be given effect by adjustment
or disclosure in the statements. If the management of the company
does not see fit, for one reason or another, to make such adjustment
or disclosure, when appropriate, and, if in the opinion of the auditor
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the financial statements without such adjustment or disclosure would
not be regarded as complying with generally accepted reporting
standards, the auditor is charged with the responsibility of either
qualifying his report or presenting therein appropriate information,
depending upon the circumstances. A s stated earlier, this latter
method of disclosure is recommended only as a last resort when all
efforts by the auditor to prevail upon the management to use one of
the other methods of disclosure have failed. A s a basic premise, I
believe that we, as independents public accountants, should strive to
render the so-called standard form certificate wherever possible and,
in order to do this, we must be ever alert to encourage our clients to
avoid restrictions upon the scope of our examinations and to encourage them to issue financial statements meeting generally accepted
accounting principles and reporting standards.
OTHER FACETS

In addition to the various matters commented upon previously,
Statement No. 25 expresses opinions of the committee with respect
to several other facets of this general subject. They are: (1) special
situations arising from an auditor's opinion accompanying financial
statements forming part of a company's annual report on Form 10-K
filed with the Securities and Exchange Commission, (2) a long-form
report submitted subsequent to issuance of the short-form report,
(3) issuance of additional copies of reports or opinions previously
furnished, and (4) special requirements under the Securities Act of
1933. While each of these subjects is, in varying degree, of less
general applicability than the problem of subsequent events as a
whole, I believe that it would be appropriate to outline briefly certain
of the pertinent points at issue.
As to annual reports on Form 10-K, frequently such reports are
prepared and filed some time after the issuance of the printed annual
report to stockholders containing the accountant's certificate. Inquiry
by the committee indicated that most accountants used the same date
on their certificate with respect to the financial statements and schedules included in the Form 10-K as the date used in the previously
rendered certificate relating to the annual report to stockholders,
notwithstanding the fact that certain supplemental checking of the
details of the Form 10-K may have required a return to the client's
office by the auditor. The committee approved this dating practice
and recommended general observance thereof to avoid any implication that events of a later period were reviewed. The committee
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expressed the opinion that the accountant is not charged with any
responsibility to make further investigation or inquiry as to events
that may have occurred between the dates of issuance of his opinion
in the printed report and its use in the annual report on Form 10-K.
As to long-form reports submitted by the auditor subsequent to
issuance of a short-form report, the committee recommends that a
choice be made of one of three methods: (1) that the long-form report
be given the same date as the earlier-issued short-form report, (2)
that it be given a current date with the words "as of" the date of the
earlier report added, or (3) that the comments in the report contain
reference to the earlier-dated report with proper notation that the
subsequently dated report is based on the work performed to the
earlier date. In such case the committee also expressed the opinion
that the accountant has no duty to make further investigation or
inquiry concerning subsequent events beyond the date of the earlier
report, provided the second report does not contain any indication
of such subsequent investigation. In this connection, for those of you
who have occasion to issue long-form audit reports, I recommend for
your reading and study Statement on Auditing Procedure No. 27 issued
by the Committee on Auditing Procedure in July 1957. This statement outlines certain problems and pitfalls inherent in long-form
reports and directs the attention of each practitioner to the need for
careful preparation of long-form reports.
As to the issuance of additional copies of reports or opinions
previously furnished, it is the opinion of the committee that additional reports, identical in appearance and identical as to date and
therefore in the same condition as though they had been furnished
at the same time that the first copies were delivered, may be delivered
without further inquiry as to subsequent events that may have occurred since the delivery of the original copies. However, where the
auditor is aware of a matter arising subsequent to the issuance of
the original copies of the report having a bearing on the previously
issued report, it may be appropriate to issue a revised report stating
that it is currently submitted under the circumstances existing at
the time of first issuance but now is accompanied by a disclosure
of the change. A n example of this situation might be a substantial
surplus charge arising in a subsequent period, referable to operations
of the year for which the additional report copies are requested.
As to the special requirements under the Securities Act of 1933,
such requirements and the related problems are a topic unto themselves. It is felt appropriate here only to mention that such special
190

requirements and problems exist and must be recognized if the auditor is called upon to express an opinion with respect to financial
statements included in a Registration Statement filed under that Act.
CONCLUSION

In conclusion, Statement No. 25 has been referred to by members
of the profession as a "representative document." Its recommendations serve mainly as guides for reaching sound decisions with
respect to the problem of obtaining knowledge of subsequent events
and to the problem of adequately disclosing them in financial statements. If sound judgment has been exercised with respect to the
procedures to be employed, with respect to the determination of the
subsequent period, and with respect to the determination of what
subsequent events should be disclosed, the auditor's responsibility
with respect to subsequent events will have been fulfilled.
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